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Oxygen provided to swing bed patients will be paidat the same rate currently 

paid for residents in nursing care facilities in addition to payments made for 

routine services. 


Recipients shall be required to contribute all patientincomeminus the 
personal needs &mount to the cost of their skilled or intermediate nursing 
care. collection 2 s  well as determination of :he patient income amount shall 
be in accordance with the CDSS Staff Manual, Volume ( 3 ,  Section entitled 
"Patient Income and Possessions*'. 

X.  Long Term Care Hospital Patients Program - This program provides extra 
reimbursement to nursing homes for costly, heavy cart! patients admitted 
directly from the hospital. The program islimited to patients whose 
hospitalization is being paid by Medicaid. In addition, the PRO must make a 
finding that the patient would continue to need hospital levelof care. 

Rate-setting under thetong Term Care Hospital Patients Programis prospective 

and is based an itemiration Of patient costs submitted by the nursing
home 
before the patient's admission to the facility. These costs mustbe based on 
a plan of care approved by the PRO that adequately addresses each of the 
patient's care needs. 
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ODS AND STANDstandards FOR establishing payment BATE - nursing FACILITY CARE_ _ _ _ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - ~ - - - - - - - - - - - - - - - - 

The c o s t  figure is approved by the CDSS prior to the patient's admission to the 
facility An extra-five percent(5%) is added to the approved cost figurein s e t z i n g
the per diem rate Tor the patient. This reimbursement rate is subject to revision 
after the patient's admission to the nursing home based on the PRO'S periodic 
assessment of the patient's current fare needs. The ceiling for payment under this 
program is the lower of : 

A .  Ninety percent (908) of the Medicaid papent to the discharging hospital, or 

3 .  Ninety percent (90%) of the average Medicaid hospital ratein the State. 

X. implementation of A PASS-THROUGH PAYYESTsystem FOR THE costs ASSOCIATED with the 
omnibus BUDGET RECONCILIATION ACT OF 1987 (OBRA '87). 

A .  	 Pursuant :a Senate Bill 90-18, the Department shall make pass-through payments 
to nursing facilitiesproviders to coverthecosts associated with ::?e 
provisions of the Federal law P.L. 101-203 The Omnibus Budget reconciliation 
Act o f  1987 (OBRA '87). 

3. Definitions: 


passthrough
. .  payment A pass-through payment to a nursing facility is d 
payment which covers :he costs associated with the requirementsof @3K4 ' 5 7 .  
The payments "pass-through" :he usual rate-setting process by beins ;laid
outside of ::?e usual prospecrive nature of the rate-setting system ?-,e pass
through payment is an up front" interin payment to providers to cover :he 
initial year C53-4 ' S 7  c o s t s  which under the Colorado prospective ratesetting 
system 'is generally not recovered by providers. The pass throughpayrent ii 
only an estimate of :he providers soon to be experienced costs the actual 
costs of :he providerare KO beaudited. The pass- though payment I s  
retroactively adjusted to cover the actual costs incurred by the provider
These payments are issued i o  cover the OBRA 87 costs f o r  the period incurred 
f o r  the July 1, 1989 to June 30, 1990 period. 

Add- * Add-onpaymentisanincreasetothe provier's usual medicaid 
rate? paymentaddtheaddon covers OBRA 87 costs. Like the pass-through payment, :he 
add-on i s  an interim payment to providersto cover initial year OBRA 87 costs 
which, under the prospective rate-setting system, is generallynot recovered 
by providers. The add-on paymentis based on an estimate the OBRA 87 costs 
to beincurredbyprovides. The add-on payment is adjusted KO actual 
allowable OBRA 87 costs through h an audit reconciliation process. The add-on 
payments begin October1, 1998. 

. .  All Class I and V are tonursing Facilities: nursing facilities 
8 eligiblereceivepass-through payments. The nursing facilities in there classes comply

with the Nursing HomeReform provisions of Section 'of the Social security
Act (as mended by OBRA ' 8 7 ) .  
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C. OBRA '67 costs incurred from July1, 1989 through June 30, 1990. 

1. class I and V nursing facilities are to complete the Schedule C which 

becomes part of the next regularly scheduled "Financial and Statistical 


for
ReRoftNursing Homes" NED-1r) to be filed by the provider. The 
Schedule C form shall include providers best estimate of the OBRA '87 
costs and patient days incurre1 for the period of July 1, 1989 through
June 30, 1890. 

2 a. 	 The Department is to review the information on the Schedule G for 
completeness and reasonableness. The Department shall pay to the 
eligible nursing facilitiesa lump sum payment for one-hundred percent

of the costs indicated on the Schedule
G which are determined by the 

Department to be reasonable. The lump sum payment shall be based on 

the estimated reasonable costs, divided by theestimated patient

days of the July 1, 1989 to June 30, 1990 period. 


the
b. 	 The review of the reasonableness ofprovider's estimate of a pass

through payment shall be undertaken
to assure the payments are based 

on the minimum costs a nursing home can reasonably be expected to 

newincur and shall cover only those costs which represent levelscost 

not previously incurred
by the provider and which represent over 

and above the previously incurred level of costs by ;he provider.

Those costs which would be incurred
on a one-time-only basisand paid
f o r  by a pass-through shall notbe used in setting future prosepctive 
payment The Department's, review may re1 on pass-through cos: 
estimates submitted by other providers shouldd a providers estimate 
be unreasonably high when compared to these other estimates the 
department may reduce the payment to an amount which appears :ere 
reasonable. In the case of suchadjustments K O  the Schedule 2 
estimate, the provider may appeal such findings. 

The Department's test for reasonableness of a pass-through estimate 

from a provider is as follows: 


(1) Any pass-through payment request of 

deemed reasonable%le. 

less than $30,000.00shall be 

(2 )  Any ass-through payment request ofmore than $30,000.00dollars 
shallP be deemed reasonableif the amount of training costsper
aide did not exceed $665.00 per aide. This figure is based on 
the cost peraidereceivedfromproviders figurefor ass-through
payment. The $869.00 per aide is approximately pass of the 
average costs per aide presentedby a11 other providers. 


( 3 )  Any provider whose requests exceeded this amount shallbe given 
an opportunity to provide a ratiorule for the higher costs. I f  
the Department finds there to be a reasonable basis f o r  t h e  
higher estimate, the payment may beincrease 
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3 a. 	 All pass through payments shall be subject t o  audit and adjusted to  
actual costs. These coats. which are ongoing costs shall be included 
on the Annual Costs Reports of the nursing f a c i l i t i e s  and * s e d  to set  
the futureprospective of the nursing facilities 

>.. 
b. 	 The audit shall also oxamin8 any previous rate payments whichmay have 

includedthe came costs covered by the pass-through payments. In such 
cases, the past rate payments are t o  be adjusted t o  remove the costs 
covered by the pass-through payment. 

These pass-through payments cover costs in the July i 9 8 9  to June 1990 
period. The pass-through payments cere made a t  :he end of chis period
in June and July  1990. during the July 1989 to June 1990 period, 
providers submitted cost  reports which covered parts of the July 1989 
t o  june 1990 period andwhich included O W  ' E ' ?  c o s t s  covered by the 
pass-throughpayments There cost reports may have carried rate 
payments for the July  1989 to June 1390 period. in which case the 
provider was already receiving a medicaid rate payment for p a r t  of the 
July 1989 t o  June 1990 period for the OBRA ' 8 7  costs %der there 
circumstances the pass-through payments which 'sere based on an  entire 
years costs say be duplicative of :he rate payments descr ibed  here .  
IT. those c a s t s .  :he previous tate payment shal l  be adjusted to rake 
i n t o  account the duplicative payment 

$ .  	 Audits of :he estimated puss-through payments which find an overpayment 
has occurred may be appealed Providers who have bean overpaid and 
appealed must begin to repay the funds while the appeal is pending 

. Bepayment cannot exceed23% of theprovider'sclaim payment. 

5 .  	 Audits of the estimated pass-through payment8 which f ind  rn underpayment
her occurred shall cause the total  underpayment t o  be paid.  

5 .  	 The maximum reimbursement rate dull not apply t o  the pass-through 
payments and subsequent audit adjustments nor shall the costs associated 
w i t h  the pass-through payments be in the maximum reimbursement rate array 

8 of costs for State Fiscal Year 1991.
* 

7 .  	 a .  the above describes a payment methodology which includes all CE?d ' 9 '  
costs  incurred by nursing f a t i l i t i t s  for Aide training certification 
and Continuing Education. the costs  associated with Aide training and 
certification vi11 be b i l l ed  to  HCFA as State  administrative expenses 

- - Continuing educationwillbe billed as medical ass i s tance  Theretore. 
. . . .  theportion of ;!re pass-throug payment which covers Aide training and 
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b. 	 The ongoing costs  associated w i t h  Aide training and certification shall 
be used t o  establish prospective rates for the nursing facilities The 
Department shal l  structure its cost reporting and d i t  requirements t o  
separately identify there costs owl their impact rn the prospective 
Sates paid to f a c i l i t i e s .  she State shall bill there cost t o  HCFA as 
a s t a t e  a d a h i s r e r e d  expenses. 

+D. OBFL1'87 costs incurred fro= July l,,1990 through june 30, 1991. 

1. 	 effective October 1, 2990 through June 39, i991, all Class I and V 
nursing facilities are t o  receive a rate add-on o f  $1.20 per day t o  the 
usual Medicaid rate received by these nursing facilities this Sl.20 
per patient Cay add-on payment is based on the departments estimate 
that  this p a p e n t  should be sufficient to cover the minisurn costs a l l  
nursing facilities can reasonably be expected to incur urd which 
represents new cost  levels not previously incurred by t h e  provider for 
similar c o s t  activity. 

2 .  	 All Class I and V nursing facilities receiving the $1.20 per patient 
day add-on payment are t o  complete a special Schedule C form with the 
providers next regularly scheduled cost report which c o v e t s  this 
period. The purpose of the Schedule G form i s  t o  provide a list of the 
actual OBRA 87 costs there nursing facilities have actually incurred. 

3 .  Tho costs l i s t e d  on the special Schedule 6 form are t o  include those -	 costa directly required by 0- 87. These costs art t o  include only
minimum costs nursing facilities need t o  incur fa order t o  implement 
the OBRA'87 nursing facility requirements these costs are t o  
raprerant new cost levels not previously incurreti by the provider �or 
similar costs activities.  Those costs incurred on m e  time only
basis and paid for by the add-on or previous pass-through p a p e a t  shall 
not be used in setting future prospective payments 

c 
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5 .  	 The total allowable schedule C costs shall be developed into a per d i u  
cost and compared t o  the $1.20 per diem add-on payment previously paid 
by the State .  If the actual allowable per diem cost  is greater than 
the $1.20 per diem add-on payment, the provider w i l l  be found eo k 
under paid.  In which case, the add-on payment :shall be increased eo 
cover the total amount of the under payment. 

5 .  	 If :he actual allowable per diem costs i less thant the Si .20  per diem 
payment. the provider has been over paid. These findings may be 
appealed. Sowever, the providers who have been over paid and -?peals 
must  begin t o  repay the over payment while the appeal is pending. Be
payment cannot exteed 258 of the provider's claim payment. 

7 .  	 Tine maximum reimbursement rate shall not apply to the add-on payments 
and subsequent reconciliation payment Nor sha l l  the costs associated 
with the add-on payments be i n  the maximum reinbursasen: array o f  c o s t s  
of State fiscal Year 1992. However, 03RA'87 costs,  *hi& are included 
in ?respectively s e t  rates and not coveted by the add-on payments are  
included i n  the m a x i m  reimbursement array of costs  for Stare Fiscal 
year 1992 .  

3 .  a.  	 The ab- describes B payment methodology which includes a11 
OBRA'87 costs incurred by nursing facilities for AIDE Training, 
Certification and Continuing Education. The costs associated with . 
Aide Training and Cartiffcation will be billed t o  HCFA as State 
administrative expense. Continuing Education vi11 be bi l l ed  8s 
medical Assisrenee. Thetafore, the portion of the add-on payment 
which covers Aide Training and Certification is not considered a 
part of this S t a t e  Plan per the instructions f w d  in hcfa state 
medicaid manuals 16 and 66. however the portion which covers 
continuing Education is eonridered 8 part of this State ?Ian. 

b. 	 The ongoin& cost8 associated with ride training and competency
certification shill be used t o  establish prospective rater for the 
nursing facilities The department shall structure its cost 
reporting and auditfry requirements to separately i d e n t i f y  these 
zests and their @act  on the prospective rate+ paid to facilities 

.. - 
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. 

xn OF the ACT 

attachment 4.10-D 

Page 31 


Stat. of Colorado .- . . 

I. basis for De-e Cora 

The state of Colorado has determined that establishment of the maxiraw 
reasonable cost based on the 908-ile for health care urd raw food costs,
and percentile for administration, room urd board and property costs, 
and a fair rental allowance payment for capital related assets set forth 
above for all classes of facilities except the State-administered 
ICFm's ,  is reasonable and adequate to meet the costs which must be 
incurred by efficiently and economically operated facilities. The State 
of Colorado has determined that establishment of a retrospective rate 
setting methodology for the State-administered ICF/MR's as specified in 
Section II of the Methods part of the manual) is reasonable and adequate 
to meet the costs which must be incurred by efficiently and economically 
operated facilities. In the determination of rates for long-term care 
facility services the State of Colorado references, in order of 
importance: 

A. Federal and StateMedicaid statutes and regulations. 

B. Medicare statutes and regulations. 


C. Medicaid and Medicare guidelines. 


D. Generally accepted accounting principles ( G M P ) .  

E. Specific standards not based upon the above include: 

-	 Fair rental allowance for capital related asset costs. (Not applicableto 
the State-operated 

-* 	 Depreciation - only straight-line depreciation may be w e d .  (Straight
line depreciation only applies to assets not covered by fair rental 
allowance.) 

-	 M e r  and owner-related employees - allowable salaries and fringe benefits 
are limited based on annual surveys. 

- Return on equity - not allowable 
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-	 In te res t  - interest oil 1- t o  providers for the provision of patient 
care by partners,  stockholders orre la ted  organization is  an 
allowable cost a t  a rate not  to  exceed the prime leading. 

-	 Legal fees - l imited to those costs which the State has determined t o  
be reasonable,necessary and cost related However, legalfees ,  
expensesand costsincurred in  connection with rn investigation by 
federa l ,  s ta te  or  loca l  governments and the i r  agencies that  might lead 
to  a c i v i l  o r  criminal proceeding against the provider as a r e su l t  of 
alleged fraud or other misconduct by the provider in  the course of the 

,. provider'sparticipation i n  the Medicaid program shall not be 
allowable where makesthe provider any payment of funds t o  any 
federa l ,  s ta te  or local  governments and the i r  agencies as a r e su l t  of 
the fraud or misconduct which vas the ofalleged subjectthe 
investigation. A l l  Medicaid rate appeals must go through a mandatory 
reconsiderationprocessbefore a formalappeal is f i l e d .  Only those 
legal fees and costs that are advisory in nature are allowable during 
the informal reconsideration. Legal fees and cos ts  in  a formalappeal 
areallowableonly to the extent that theprovider is successful in 
theappeal. 

- Management fees  - administrative provided byservices management 
company are limitedtothe maximum allowed owner-administrator's 
salary minus the amount being paid to the actual administrator. Other 
servicesprovided bymanagement companies are  reimbursedbased on 
actual audited cost. 

-	 Elimination of the Imputed Occupancy is inef fec t  as  of October 1, 
1 9 9 1  and reinstated effective October 1 ,  1992. 

. 
i 
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VIII. Billing and payment of oxygen supplies and services for nursing
facility 

Medicaid residents. 


A. Oxygen Concentrators Purchased by Nursing Facilities. 

1. 	 Effective with service dates after March 1, 1991, nursing home 

facilities are permitted to report on their yearly Financial and 

Statistical (rn-13 Cost Report) the costs associated with oxygen 

concentrators purchased by the nursing facilities after March 1, 

1991. All supplies and servicing costs associated with purchased 

concentrators are allowable. 


The nursing homes are to record, for verification by the contract 
auditor, the costs incurred with the concentrators purchased after 
March 1, 1991. These costs are to be segregated by expenses 
associated with Medicaid residents and non-Medicaid residents. 

2. 	 For those cost reporting periods of the various nursing facilities 

covering the period of March 1, 1991, through February 29, 1992,the 

following cost settlement process will occur. 


a. 	 The contract auditor shall make a comparison between the oxygen 

concentrator Medicaid revenues receivedby the nursing facility 

and the oxygen concentrator costs incurred by the nursing home 

provider for periods consistent with the cost reporting periods 

of the provider. 


b. 	in cases where the audit of this cost repor: finds oxygen 
concentrator revenues exceed oxygen concentrator costs for 
medicaid residents, the provider shall be found to ?xoverpaid 
and collection of the overpayment shall occur. 

c. 	 In cases where the audit of the cost report finds concentrator 

revenues are less than oxygen concentrator costs for Medicaid 

residents, the provider shall be found to beunderpaid and shall 

receive an additional payment from Medicaid for the amount of the 

underpayment 


The costs of the oxygen concentrators shallbe included in the 

next rates set by the above mentioned cost reports. 


e .  	 allowable costs of oxygen concentrators shall be defined as 
follows: All concentrators purchased nursing facilities shall 
be capitalized over the useful life of the asset. All supplies 
and service costs are allowable 

C 


